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SENATE BI LL 6586

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on

By Senators Prentice, Hale, Wnsley, Goings, e and Gardner; by
request of Attorney General

Read first time 01/19/2000. Referred to Comm ttee on Comerce, Trade,
Housing & Financial Institutions.

AN ACT Relating to the prohibition of chain letters, pyramd
schenes, gifting clubs, and pyram d sal es schenes; addi ng a new chapter
to Title 9A RCW repealing RCW 19. 102. 010 and 19. 102. 020; prescri bing
penal ties; and decl aring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW_ SECTI ON. Sec. 1. PURPOSE AND | NTENT. The | egislature
concludes that pyramd schenes, chain letters, and related schenes
constitute a threat to the health, welfare, and safety of our citizens
and their communities. These schenes are fertile ground for deception
and, in the end, can lead to serious financial |o0ss, destroyed
rel ati onshi ps, and breach of the peace. Flexible regulation resulting
in prohibition of such schenes is necessary in order to:

(1) Protect the unsuspecting citizen from falling prey to these
schenes; and

(2) Ensure certainty for law enforcenent and affected agencies
that nust protect our citizens and educate the public on the risks and
threats posed by involvenent in these fraudul ent schenmes and ill egal
acts.
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Therefore, it is the intent of the legislature to enact a
conpr ehensi ve prohi bition of pyram d schenes and related activities to
protect the public’s strong interest in their eradication and provide
for a balance of public and private renedies to ensure that such
schenmes do not obtain a foothold in the state of Washi ngton.

NEW SECTI ON. Sec. 2. DEFI NI TI1 ONS. The definitions in this
section apply throughout this chapter unless the context clearly
requi res otherw se.

(1) "Conpensation" neans paynent of noney, anything of value, or
financial benefit. Conpensation does not include:

(a) Paynment to participants based upon sal es of products purchased
for actual use and consunption; or

(b) Paynent to participants under reasonable comercial terns.

(2) "Consideration" means anythi ng of val ue incl udi ng an agreenent
or promse to abide by the plan’s rules or policies, except it shal
not include the purchase of goods or services furnished at cost for use
in making sales, but not for resale, or tinme and effort spent in the
pursuit of sales or recruiting activities.

(3) "Consuners" are those persons who are not participants in the
pl an, and those who are not purchasing in order to participate in the
pl an.

(4) "Participant” neans a person who contri butes anything of val ue
into a pyram d schene.

(5) "Person" neans an individual, a corporation, a partnership, or
any associ ation or unincorporated organization.

(6) "Pronote" neans:

(a) To contrive, prepare, establish, plan, operate, advertise, or
or gani ze; or

(b) To induce or attenpt to induce other persons to be a
partici pant.

(7) "Pyramd schene" neans any gift, sales, or marketing plan or
operation, including chainletters and gifting clubs, by whatever neans
communi cat ed, that includes the recruitnent of additional participants,
regardl ess of nunber, to participate in the sanme or related gift,
sal es, or marketing plan or operation, whereby a participant:

(a) Pays, gives, or prom ses a consideration of any kind, anything
of value, or makes an investnent of any kind or val ue; and
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(b) Acquires the chance or opportunity to recei ve conpensation that
is derived primarily fromthe person’s introduction of other persons
into the plan or operation rather than from the sale of goods,
services, or other property sold in bona fide sales to consuners.

NEW SECTI ON.. Sec. 3. PROMOTI NG PYRAM D SCHEMES, CHAI N LETTERS, OR
RELATED SCHEMES- - PROHI BI TED AS | LLEGAL LOTTERI ES-- PENALTY. Pyram d
schenmes are deened illegal lotteries. Woever shall participate in any
such pyram d schene by organizing, beconmng a participant of, or
affiliating with any such group or organization, or who shall solicit
any person for participation or affiliation in any such group or
organi zati on, shall be deened to be engaged i n professional ganbling as
defined in RCW 9.46.0269 and subject to the penalties set forth in
chapter 9.46 RCWfor such conduct.

NEW SECTI ON. Sec. 4. M SREPRESENTATI ON OF LEGALI TY- - | NTEGRATED
SCHEMES. (1) Any person who, while participating in any such pyramd
schene, as described in sections 2 and 3 of this act, m srepresents the
legality of such a schenme, or represents that it has been approved,
revi ewed, screened by, or in any way sanctioned by any governnent al
authority, or msrepresents the benefits attendi ng participation or the
| ongevity or durability of such a plan or schene, shall be guilty of a
gr oss m sdeneanor

(2) Al pyramd schenes offered by the sanme person, or agents or
enpl oyees thereof, or any person controlled by or affiliated with such
person, for the sane type of consideration, at substantially the sane
period of time and for the sane general purpose, shall be deened to be
one i ntegrated pyramd schene, even though such pyram d schenes nay be
given different nanmes or other designations.

NEWSECTI ON. Sec. 5. ClIVIL ACTI ON- - CONSUMVER PROTECTI ON VI OLATI ON.
The legislature finds that the prohibition of pyramd schenes as
defined in this chapter are matters vitally affecting the public
i nterest for purposes of applying the consumer protection act, chapter
19.86 RCW A violation of this act is not reasonable in relation to
t he devel opnent and preservation of business. A violation of this act
is an unfair or deceptive act or practice in trade or comrerce and an
unfair nmethod of conpetition for the purpose of applying the consuner
protection act, chapter 19.86 RCW
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NEWSECTION. Sec. 6. The follow ng acts or parts of acts are each
r epeal ed:

(1) RCW19.102.010 (Definitions) and 1973 1st ex.s. ¢ 33 s 1; and

(2) RCW 19.102.020 (Chain distributor schenmes prohibited--Unfair
practice) and 1973 1st ex.s. c¢ 33 s 2.

NEW SECTION. Sec. 7. Captions used in this act are not any part
of the | aw

NEW SECTI ON. Sec. 8. Sections 1 through 5 and 7 of this act
constitute a new chapter in Title 9A RCW

NEW SECTI ON. Sec. 9. This act is necessary for the imedi ate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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